ONAL LIFE 
OF CANADA 


AR13 


INV 11 


f\ } 
\ 


Seventy-sixth Annual cee a 


The year 1974 saw National Life complete its sev- 
enty-fifth year of operation. It was a year that will be 
remembered for this and many other extraordinary 
Company events. In March, we made the long-awaited 
move to our new Head Office building on University Ave- 
nue. On the last day of May, we passed the milestone of 
one billion dollars of individual life business in force. In 
September, after three years of preparatory work, we 
began the changeover to a computer system which we 
call NALIS, a system which integrates all functions re- 
lated to the issue and administration of individual in- 
surance policies. It provides us with the capacity to han- 
dle large volumes of business with greater speed and 
efficiency. During the year, common stock prices fell at 
a rate surpassed only four times in the past hundred 
years and during the same period the drop in bond 
prices carried interest rates above levels previously 
reached throughout those years. As with most federally 
supervised Canadian life insurance companies, Na- 
tional Life’s surplus and contingency reserves are more 
than adequate to safeguard our liabilities to policy- 
holders under such adverse security market conditions. 


OUR PROGRESS AT A GLANCE 


New Life Business 


Individual —= Direct Whitten = So-scsce nee eee 


te ena $ 289,732,558 


J. A. RHIND 
President 


Finally, 1974 was a year in which the success of our field 
force brought the level of new business well beyond the 
increases we had planned at the beginning of the year. 


The remarkable accomplishments of the past year, 
when combined with our sound financial position, have 
created a base for further growth and improved service 
to National Life policyholders and agents in 1975 and in 
the years ahead. 


1974 1973 


$ 204,103,058 


Less Excess of Reinsurance Ceded over Received .............. 124,809 823 5,753,610 
LCC == ING tiara rs ce crn cea a pe econ en ean ae 164,922,735 198,349,448 
COC! Da ISURAIC Cin. cc5 scorn Sorcerer eee aah 279,010,266 299,655,925 
EFOUID: ANU tyres oA atresia lace tee see teceR MRE Orie nan ad 1,531,462 1,231;402 
TOR eos tea dee ees ee ros eaten ed ee eae IS OE 445,464,463 ~ 499 236,775 
Life Business in Force 
[VIVICIGI eee ieee encode rnsete seasesaterles Sette 2a sate aE a ee 1,008,156,386 950,262,748 
GroupHMSULANCE Se hes reeee ree oe ee eee re 2,187,644 ,579 2,3032,;000,206 
GOUPZAMIUY a eeteere feos gine en een fe co Oe ere ee de Oe ee 643,814,664 603,215,220 
0): | ere ne coe CRN reir MY CLL tT Cee a, et Ae 4,439, 615,629 3,886,146,721 
(All figures net of reinsurance ceded, unless otherwise indicated. 1973 
new and in force individual business have been restated on a basis com- 
parable with 1974.) 
Premiiuiny INGORE ee ee pate cer eee ieee eee 73,716,896, _/ 65,694,139 
Investment, INCOME seco Bete iestie Renee ee ce ee en ee Or neers 26,946,230 22,685,142 
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Net Earned Interest Rate 
with no adjustment for Canadian income taxé$ .............e 7.63% V 7.34% 
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REPORT OF THE 
BOARD OF DIRECTORS 


Business Activity 


Sales of individual life business written directly, that 
is, before including reinsurance received from other 
companies and before deducting reinsurance ceded, 
increased 42% in 1974 over the previous year, to reach 
$290 million. During the year a reinsurance agreement 
was concluded under which a large block of National 
Life’s U.S. individual insurance was coinsured with 
Capital Service Life Insurance Company, which, like Na- 
tional Life, is an affiliate of The Continental Insurance 
Companies. After allowing for this unusual level of re- 
insurance ceded, net individual new life business for the 
year was $165 million and net individua! business in 
force, which was reduced $105 million by this agree- 
ment, exceeded the long-sought objective of one billion 
dollars. (See page 1 for comparative figures.) 

New group life insurance amounted to $280 million. 
Total life business in force, net of reinsurance, was $4.4 
billion. Disability health insurance, chiefly group, ac- 
counted for $11.7 million of premium income during the 
year. 


Assets 

Exclusive of segregated funds, assets increased by 
11% to $289 million. Investment in mortgages increased 
by $9.9 million, bonds by $7.4 million and common 
stocks by $6.6 million. Policy loans rose by $2.5 million 
compared to $1.2 million in 1973. The net rate of inter- 
est earned on the Company’s assets, after deducting in- 
vestment expenses and with no adjustment for income 
taxes, rose to 7.63% from 7.34%. 

Net contributions to segregated funds were $13.5 
million, compared to $10.7 million in 1973. As a result of 
the major decline in security prices the total market 
value of segregated fund assets showed only a small in- 
crease to a year-end figure of $96 million. 


Operating Results 


Statutory operating income before income tax was 
$1,215,077 compared to $949,888 in 1973. Before-tax 


income for 1974 was affected by certain exceptional 
items including $980,000 of expenses related to the 
move to our new Head Office and the contribution of 
$1,300,000 toward operating income resulting from the 
reinsurance agreement with Capital Service Life. Un- 
favourable mortality experience, the strain of writing 
such a large increase in new business, expenses attri- 
butable to the computer conversion and substantially 
improved results from group life and health were further 
unusual crosscurrents affecting 1974 statutory income. 


The high amount of Canadian income taxes, as com- 
pared to statutory operating income before taxes, arises 
because of significant differences between the calcu- 
lation of income for statutory and tax purposes. For ex- 
ample, Head Office relocation expenses must be 
charged against statutory earnings for the year, 
whereas in the calculation of taxable income, most of 
these expenses must be capitalized and depreciated 
over a period of years. 


Board of Directors 


The resignation of William P. Wilder was accepted 
with regret. On August 29th William J. Corcoran, Exec- 
utive Vice-President of McLeod, Young, Weir and Co. 
Ltd., was elected a policyholders’ director. 


Appreciation 

The extraordinary events of the past year, par- 
ticularly the computer conversion, have placed a heavy 
burden on people at National Life. Many in the Head Of- 
fice have worked a great number of hours of extra time 
and the sales force has had to cope with delays in ser- 
vice. It has been a year when the character of National 
Life has been demonstrated by the loyalty, team spirit 
and perseverance of its people. The Directors wish to 
extend their strong feelings of appreciation to the staff 
and field force of the Company. 


J. A. Rhind, 
President. 


AUDITORS’ REPORT TO THE 
POLICYHOLDERS, SHAREHOLDERS 
AND DIRECTORS 


We have examined the statement of assets and liabilities of 
The National Life Assurance Company of Canada as at Decem- 
ber 31, 1974 and the statements of income and capital and sur- 
plus funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances; the provisions for 
future guaranteed benefits, for experience rating refunds on 


group policies and for policyholders’ dividends were deter- 
mined and certified by the Company’s Actuary. 


In our opinion, based on our examination and the certificate 
of the Actuary, these financial statements present fairly the 
financial position of the Company as at December 31, 1974 
and the results of its operations for the year then ended in 
accordance with accounting practices prescribed or permitted 
by the Department of Insurance of Canada. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


Toronto, Canada, 
February 18, 1975 


STATEMENT OF INCOME 
Year ended December 31 


INCOME 
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DISPOSITION OF INCOME 


Deatheand disability: DeMetitS =<... eset tee ces ree scree eee 
Matured endowments and surrender benefits ...............0..::c00cceee 
ADINUITY: Pay MMEIIS caetr. ee he teccn ee cata etre Ya cnmitr cee ne ie 2. peer 
Interestzon; deposits by *policyMO|Gers) 2 ..2.5.scen, 42. cee unease eee 
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Provision for experience rating refunds on group policies ............ 
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Statutory operating income before Canadian income taxes ......... 
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STATEMENT OF CAPITAL AND SURPLUS FUNDS 


Year ended December 31 


Net statutoryope rating rinCOme@s see ere eae ae 
Net realized capital gains (after taxes) on assets of other than seg- 
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1974 


$73,716,896 UE 


\/ 
(19,209,172) 


26,946,230 


81,453,954 


25,632,861 
12,804,633 


591,795 
11,353 
451,903 


62,085,682 
1,971,408 
9,706,931 
1 od gos 
1,451,208 


76,367,187 


5,086,767 
3,871,690 


1215;07 7 
894,000 


$ 321,077 


1974 
$ 321,077 


184,897 
340,000 
845,974 
195293-610 


$20,139,584 


1973 


$65,694,139 
22,089, 12 


(2,902,970) 
85,476,341 


20,462,953 
7,474,418 


12,335,391 
1,820,242 
384,476 


68,591,724 
3, cgarcem 
1, V99 2" 

936,789 
1,230,963 


81,251,594 


4,224,747 
3,274,859 


949,888 
830,000 


$ 119,888 


1973 
$ 119,888 


240,168 


360,056 
18,933,554 


$19,293,610 
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STATEMENT OF ASSETS AND LIABILITIES 


December 31 


ASSETS 


Government of Canada bonds 
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LIABILITIES, CAPITAL AND SURPLUS FUNDS 


Provision for future guaranteed benefits ..............c.ccccccseeecceeeeeeeees 
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Notes: 


1. Bonds are carried at amortized cost or less and stocks at cost or 
less, except for those included among assets held for segre- 
gated funds, which are carried at market value. At December 31, 


authorized by the insurance law of Canada by $6,725,000. The 


1974 


$ 4,929,456 
39,067,216 
78,623,996 
9,014,198 


131,634,866 
132971196 
22,462,101 
105,398,394 
13,382,854 
4,543,322 


278,712,733 
244,907 
4,336,666 
3,963,818 
751,543 
868,673 


288,878,340 
Come aay ara 


$384,793,617 


$227 296,500 
11,280,876 
3,404,544 
5,448,546 
15,792,650 
2,826,791 
3,011,058 


269,060,965 
95,593,068 


364,654,033 


1,000,000 
6,725,000 
12,414,584 


20,139,584 


$384, 793,617 


1973 


S$ 4,694,361 
38,915,051 
Nolo te 

8,818,150 


124,206,534 
1,895,164 
15,884,856 
95,024,229 
10,854,164 
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253,096,082 
80,049 
3,274,762 
3,652,050 


1,075,088 


261,178,031 
95,393,214 


$356,571,245 


$208,043 ,240 
8,566,556 
2,03 or 
5,437,193 

14,051,500 
1,898,102 
1,483,868 


242,412,030 
94,865,605 


337,277,635 


1,000,000 
4,650,000 
13,643,610 


19,293,610 


$356,571 ,245 


Cayman as $1.20 Canadian and $1 West Indies and 1 Guilder as 
$0.50 Canadian. If current rates of exchange had been used, 
there would have been no material change in surplus funds 
1974 these values in the aggregate exceed the aggregate value shown. 


investment and contingency reserves of that amount were in- 3. The 1974 Statement of Income includes several exceptional 


creased $2,075,000 during the year by a transfer from surplus. 


2. $1 U.S. and $1 Bermuda are treated as equivalent to $1 Cana- 
dian, £1 Sterling as $2.40 Canadian, $1 Jamaican and $1 


items which are referred to under Operating Results in the Re- 
port of the Board of Directors. The 1973 figures have been re- 
classified to conform with the 1974 presentation. 
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